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Anaconda, MT 597 11

RE: Desired Goals of the Town of Rico

Dear Chuck,

The Town Board met on November 20, 2002, and approved this letter. This letter outlines
the goals of the Town of Rico with regard to potential involvement of the Town of Rico with the
operations of a treatment system for the St. Louis Tunnel and Town support of a settlement of
potential enforcement actions. The Town has previously enacted Resolution 2001-4 which
supported ARCO's assessment outline, continuation of the state and federal enforcement actions,
and consideration of participation by the Town.

The goals and positions listed below are provided as per a recent request in a conversation
with Patrick Lee of EMC2, a consultant hired by ARCO. Mr. Lee requested that each party's
goals and positions be concisely defined to facilitate progress on a variety of interrelated issues.
The goals and positions provided herein are preliminary only and are subject to amendment or
alteration as more information becomes available and input is received from federal and state
agencies as well as other related parties. Where reference is made to ARCO it is generally
intended to include ARCO and other potentially responsible parties who would financially
participate in addressing water discharge violations.

In general it is the goal of the Town to prevent and abate discharges and releases into the
Dolores River watershed that violate state and federal water quality standards and degrade the
natural environment. The Town desires such prevention and abate to happen sooner rather than
later and desires to consider cooperative treatment actions that result in the maximum benefit to
the aquatic environment within the Rico planning areas (generally within 3 miles of the Town
boundary). Also, the Town desires a treatment plan that is more permanent and practical than
the past arrangement where compliance, monitoring, and reporting requirements were
continually in violation of federal and state laws, ultimately resulting in the complete
abandonment of the treatment plant with a four year delayed response by state and federal
authorities.

Secondarily, the Town desires a light industrial park, which is more related to general Town
planning goals than environmental remediation and is considered by the Town to be separate and
distinct from the St. Louis Tunnel water discharge issues.

In the interest of pursuing a cooperative approach that could increase the benefits to all
parties, including ARCO & NL Industries, Rico Properties/Rico Renaissance, and the heirs of the
estates of Wayne Webster and Virginia Sell, the Town has the following goals and desires that it
seeks as part of considering potential involvement in the operations of a new St. Louis Tunnel
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treatment facility and support for a cooperative voluntary resolution of existing water discharge
violations.

The Town's goals and desired tangible public benefits are described as follows:

1. Public Ownership of River Corridor: The Town would like to acquire the undeveloped areas
in the River Corridor area, including the river channel, wetlands, riparian areas, and flood
plain areas. This acquisition goal is thoroughly documented in the existing Rico Regional
Master Plan text and maps. One purpose of acquisition that is related to the mine discharge
environmental impacts is to enable the Town to pursue watershed enhancements by
protecting and restoring this river corridor which has been impacted by past mining
operations and the rail yard (which was directly related to the past mining industry). Town
believes the properties in the River Corridor which can be traced to the Rico Argentine
Mining Co. land ownership, subsequently owned and sold by ARCO to Rico Development
Corporation, then subsequently sold to the Rico Properties/Rico Renaissance investor group,
should all be included in conveyance to the Town. Town believes the landholdings related to
the past mining industry in Rico should be included, not separated, from strategies to address
on-going water discharge violations and degradation to the aquatic environment. Town does
not feel it should have to provide nor consider compensation for this acquisition due to the
multiple benefits of preservation of the River Corridor to obtaining federal funding for a
town wide sewer system and promoting the ability of the town to pursue an adequate
physical and legal water supply for future growth. Also, this acquisition would be considered
in part, "quid pro quo" for Town's agreement to assume responsibility for daily operations of
a treatment system for the St. Louis Tunnel and Town's support of a cooperative
arrangement that satisfies the Federal and State requirements for an entity to hold a discharge
permit. Acquisition of the River Corridor is considered essential for an overall plan that
protects and restores the natural environment of the River Corridor that has been degraded by
past mining activity.

2. Brown Fields Project: Light Industrial Park: The Town would like to acquire the areas for
the potential Brown Fields Project Light Industrial Park. The desired acquisition would
include all areas for potential light industrial park redevelopment (i.e. the nine lots shown in
Pat Lee's latest maps). Town understands that such areas may be altered or amended as part
of the Brown Fields analysis process as well as pursuant to ARCO's formulation of an
overall treatment plan that is acceptable to the Town, State and Federal authorities. Town
desires conveyance of title to an organization deemed appropriate by the Town and mutually
acceptable by ARCO. The use of the property and the operations of the organization would
be set forth in specific terms acceptable to ARCO and the federal and state authorities and
any subsequent changes to uses or operations would be subject to prior approval by ARCO
and the federal and state authorities. Potential recreation uses may be considered in the
future but are not part of current Town plans. The Town would like the Brown Fields Light
Industrial Park project and property ownership to be legally independent of the entity that
holds a discharge permit for the St. Louis Tunnel and operates the St. Louis Tunnel discharge
treatment system.

3. Entity for St. Louis Tunnel Operations: As part of the two items above Town would support
the formation of a legally independent entity from the Town which would hold a discharge
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permit for the St. Louis Tunnel and operate the St. Louis Tunnel treatment plant. Operations
would include operating the treatment plant, general maintenance on the settling ponds, and
fulfilling monitoring and reporting requirements. The independent entity would contract
with the Town of Rico whereby the Town would provide maintenance services, including a
certified water treatment system operator, general maintenance personnel, and equipment.
Periodic dredging of the settling ponds, sludge storage, and response or repair of damage
caused by catastrophic events would be ARCO's responsibility (along with other responsible
parties). The cost of operations would be paid for by ARCO/Responsible Parties to insure
that the operation of the treatment system does not constitute a cost to the Town of Rico.
ARCO would also pay for the cost of environmental liability and indemnification insurance
as deemed mutually appropriate. Any service agreement would be subject to mutually
acceptable contracts. This entity is envisioned to own the St. Louis portal, treatment plant
site, and settling ponds. Further research into the requirements, obligations and liabilities of
a discharge permit holder would need to be completed by the Town prior to supporting the
establishment of a special independent entity for this purpose.

4. Town Support of ARCO Treatment Plan: Subject to review of an actual proposal by ARCO
Town would consider supporting a treatment plan formulated by ARCO for acceptance by
state and federal authorities.

5. St. Louis Tunnel Entity Expanded Activities: Town would desire that the entity established
to hold a discharge permit and operate the St. Louis Tunnel consider owning other tailing pile
areas to promote responsible management pursuant to voluntary clean-up requirements. In
addition, it is Town's goal to pursue potential municipal sewer sludge composting and re-
vegetation on the Rico Argentine tailings. Town desires continued technical support from
ARCO to pursue these expanded activities.

6. Funding to Establish Watershed Initiative: It is the Town's goal to establish a funded
watershed initiative whereby the Town would have sufficient funds for a 25% local match for
75% federal grant programs for water restoration and enhancement. Such watershed
initiative would seek to implement the preservation, restoration and enhancement
recommendations as described in Corey Sue Derfus Hydrologic/Biologic Report on the river
corridor within the Town of Rico. The watershed initiative would be expanded north to
include the areas adjacent to the St. Louis Tunnel. Total restoration cost estimates are
generally $1.5 to $2.0 million dollars. Additional funding is desired to establish a funded
program with a local watershed coordinator. The total funded budget desired by the Town is
estimated to be $400,000 to $600,000 at this time.

7. Disclosure/Explanation of Past Transactions: Town desires a disclosure and explanation of
the history of the land holding ownership in relationship to the responsibility and holding of
the discharge permit for the St. Louis Tunnel since consolidated ownership by Rico
Argentine Mining Company. The Town is particularly interested in understanding the
transactions and relationship between ARCO and Rico Development Corporation that
resulted in Rico Development Corporation holding the discharge permit for the St. Louis
Tunnel as well understanding the basis for Rico Properties/Rico Renaissance's belief that
they are not potentially responsible parties as purchasers the Rico Development Corporation
land holdings. Town has many questions concerning the history and evolution of the Rico
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Argentine Mining Company land holding from the mining industry days to the present efforts
to obtain approvals for new development uses.

8. Legal Settlement: Town desires that any adopted cooperative plan or settlement be
acceptable to the state and federal authorities as well as the Town and that such cooperative
plan is fashioned so that the terms are legally enforceable and that state and federal
enforcement authority to pursue action against potentially responsible parties is not waived,
released or barred in the event that a violation of the settlement plan occurs. Town would
consider supporting federal and state "agreements not to sue" related to future development
proposals by third party land owners connected to the Rico Argentine Mining Company land
holdings. Town also desires to see remaining property ownership of the Webster and Sell's
estates which include portions of the St. Louis Tunnel settling ponds and portions of the
Argentine Tailings appropriately addressed and resolved as part of an overall settlement (i.e.
conveyance to an appropriate entity as discussed in Paragraphs 3 and 5.)

Overall, the Town desires a solution that results in protection and restoration of the natural
environment, aquatic habitat, and water quality as well as a solution that is practical and feasible
for the long term and is not likely to result in repeated violations of state and federal water
quality standards and regulations and/or to result in another abandonment. Finally, the Town
does not believe that the CERCLA and Superfund enforcement actions are likely to be a stigma
or detriment to the Town. These federal laws were enacted to legally force the clean-up of
contaminating properties and the Town is supportive of this enforcement authority proceeding
until a viable alternate resolution is proposed.

Town hopes this letter clarifies the goals, desires, and concerns of the Town with regard to the
St. Louis Tunnel discharge violations.

Sincerely,

Eric James Heil

Cc: Ashton Harrison, Town Manager
Sheldon Muller, EPA
Mark Walker, CDOHE
Ramon Escure, Strategic Design Group
Rico Properties, LLC.
Rico Renaissance, LLC
Richard Munson, Attorney for the Estate of Wayne Webster


